ABSTRACT
Introduction
Stock exchange is a market where stocks are placed by companies and traded by retail investors and institutional investors for better returns which beats inflation and helps investors in real returns over future period. As stocks has a capability in generating higher returns one should not forget the risks it causes in the falling market conditions. The stock market NIFTY 50 comprising highest market capitalization companies and known as Key benchmark Index is taken as Benchmark by most of the Retail investors and QIPs for other mid cap and small cap companies as well. NSE enjoys a dominant share in spot trading with 70% of market share. The market as a component of time series has a tendency to fluctuate over a time and makes most of the investors worry about their Investments. The market also volatiles due to macroeconomic variables. This paper emphasis the changes in the price of nifty due to various macroeconomic indicators like M3, exchange rates and Gold. The vector Auto regression model is primarily used along with ARDL, granger causality test to obtain the results.
REVIEW OF LITERATURE
1. Sinha, Iftaqar (2016) 1 : In this paper two macro variables i.e. Gross Domestic Product & Exchange Rate are taken and data is collected for 12 months for the year 2014 from the website of RBI and SEBI. The data collected has been analyzed by using SPSS through correlation, regression and ANOVA in order to draw meaningful information. The findings show that GDP is the significant predictor and Exchange Rate is not the significant predictor of BSE Sensex.
Reddy (2016)
: In this research the primary focal area for examination is to determine model for gold price in which it is done through Box-Jenkins, ARIMA (Autoregressive Integrated Moving Average) and time series analysis model of forecasting. The main objective of this research was to investigate the factors which influence gold price of the gold market. Data for analysis is collected from variable data sources in order to examine the impact and contribution of factors on gold price. The research recommends that strategies address the reasons for expansion and give elective venture chances for retail financial specialists might better serve the target of reducing gold imports.
3. Subramanian (2015) 3 : This research paper investigates the following variables: stock market index (Sensex), GDP, Inflation, CRR, Index on industrial production & USD (US dollars, Forex). The data analysis has shown that macro economic variables are influencing the Sensex. The analysis reveals that Indian stock market is positively whole sale price index, money supply and industrial productivity. The exchange rate and inflow of foreign institutional investment are found to be insignificant to Indian Stock market. In the Granger Causality sense, whole sale price index and industrial productivity influence the stock market to a great extent.
5. Kulshrestha (2014) 5 : This paper examines whether market movement can be explained by foreign institutional investors and their impact on the capital markets. The present paper is an attempt to find out determinants of foreign institutional investment in India, a country that opened its economy to foreign capital due to their foreign exchange crisis. The objective of the study is to find out whether there exist relationship between FII and Indian capital market. The study conducted observed that investments by FIIs and the movements of BSE Sensex and CNX nifty are quite closely correlated. According to findings and results, foreign institutional investors (FIIs) have significant impact on the movement of Indian capital market.
6. Amalendu (2013) 6 : The research investigated the co-integration relationships among crude oil price, domestic gold price and selected financial variables (exchange rates and stock price indices) in India. ADF unit root test, Johansen co-integration analysis and Granger causality test have been designed to analyse the data. Johansen co-integration test result indicates that there exists a long-term relationship among the selected variables. Granger causality test result shows that there must be either bidirectional or no causality among the variables.
7. Bhunia, Mukhuti (2013) 7 : The present research paper examines the impact of domestic gold price on stock price indices in India. Unit root test indicates that time series are not stationary at levels and the selected time series are stationary at 1st difference. Granger causality test illustrate that no causality exists between nifty and gold price, gold price and Sensex and nifty and Sensex and bidirectional causality exists between gold price and nifty, Sensex and gold price and Sensex and nifty.
8. Gulati, Saini, Jain (2013) 8 : This paper attempts to project the likely impact of robust monsoon rains of 2013 on the Agricultural Gross Domestic Product (GDP) growth in India. A log-linear model fitted over 1996-97 to 2012-13 period can explain 95 percent of the variations in agri-GDP with all variables being statistically significant. The model also forecasts that the agri-GDP growth rate for the agricultural year (July-June) 2013-14 is likely to be between 5.2% and 5.7%. An alternative model to double check the results is also used. In this model, the AGCF is replaced by a simple trend variable. This model also suggests that the agri-GDP growth will be between 5.1% and 5.6%. 10. Reddy (2012) 10 : This study was undertaken to observe the impact of inflation, GDP and interest rates on stock market returns and unearth the nature and strength of relationship between variable under study . A regression analysis showed that the explanatory variables accounted for 95.6% of the variation in stock prices. While a reduction in interest and inflation rate resulted in increased stock prices, increased RDGP has a positive impact.
11. Sinha, Gupta, Randev (2010) 11 : This paper examines the state of the Indian economy pre, during and post-recession by analyzing various macro economic factors such as GDP, exchange rate, inflation, capital markets and fiscal deficit. ARIMA modeling is used to analyse the data. The findings indicate that Indian economy is reviving after a slowdown during the period of global recession. It is forecasted that GDP, foreign investments, fiscal deficit and capital markets will rise in 2010-11. Furthermore, the rupee-dollar exchange rate will not change much during the same period.
12. Singh (2010) 12 : In this research paper, attempt has been made to explore the relation especially the causal relation between stock market index i.e. BSE Sensex and three key macro economic variables of Indian economy by using correlation, unit root stationarity tests and Granger causality test. Results showed that the stock market index, the industrial production index, exchange rate, and wholesale price index contained a unit root and were integrated of order one. The Granger causality test indicated that IIP is the only variable having bilateral causal relationship with BSE Sensex. WPI is having strong correlation with Sensex but it is having unilateral causality with BSE Sensex. Therefore, it is concluded that, Indian stock market is approaching towards informational efficiency at least with respect to two macroeconomic variables, viz. exchange rate and inflation (WPI).
13. Nusrat (2009) 13 : This paper attempts to understand the inter linkage and the causal relationship between the stock market and the manufacturing sector in India. Engel-Granger co-integration test is applied to measure the long-term relationship between two variables, Granger causality test is used to check the short-term causal relationship. The analysis reveals that there is a long-term relationship between the stock market and the manufacturing sector, & in short-term, causality runs from BSE Sensex to IIP.
14. Patel ( 2012) 14 : The study investigates the effect of macroeconomic determinants on the performance of the Indian Stock Market using monthly data over the period of 20years . The result of the analysis shows that there exists a long run equilibrium relation between stock market indices and all macroeconomic variables. It also provides evidence of causality running from exchange rate to stock market indices to IIP & Oil Prices.
Gurloveleen K and Bhatia BS
15 : The study focused on impact of macroeconomic variables on the functioning of Indian stock market. The ADF test, multiple regression and granger causality tests were employed to find out the results. It was found from their study that Foreign exchange reserve, gross fiscal deficit, inflation rate and trade balance at 1 st difference and broad money and IIP at 2 nd difference. Their study had an outcome that stock market was a weak form efficient because no relationship was found amongst the variables during the study period. 
HYPOTHESIS
Ho -There is no significant relationship between variables and Nifty. Ha -There is significant relationship between variables and Nifty.
RESEACH GAP
The factors that are taken into consideration for the purpose of research are not been observed by the authors. The research has been extended for about ten years in the research made. The forecast has been made based on Econometric model. The research mainly brings in whether there is significant relationship between variables and Sensex.
ANALYIS AND INTERPRETATION 1.Normality Test:
Ho: Data is Normal H1: Data is non normal
Graph1: Showing normal distribution plot along with the test results
From the above analysis the data is said to be normally distributed. The results of Normal distribution particularly the JarqueBera test showed the P-value above 5% indicating the normality of the data. Though most of the timeseries data are not normally distributed researchers have a tendency to continue for stationarity tests directly. The normality is a step ahead of stationarity and should consider for model building which helps in accurate estimation of the selected variables.
Stationarity Test:
Ho: Nifty has unit root or not stationary st difference using the intercept with the probability value of 0.0000% which is less than the 5% level of significance.
VAR-Vector Auto Regression
Vector Auto Regression is an economic model used to capture the linear interdependencies among multiple times series of data. Vector auto regression is used to interpret the univariate autoregressive model by allowing for more than one evolving variable. From the above analysis of the study the dependent variables such as NIFTY, and independent Exchange rate, Gold, M3 are stationary at the 1 st difference using the intercept. According to the VAR Model the linear interdependencies among multiple times series of data are used. Breusch-Pagan Godfrey test was developed in the year 1979which is used for heteroskedasticity for a linear regression model. It tests whether the estimated variance of the residuals from a regression are dependent on the values of the independent variables. In that case it means its heteroskedasticity. In other words heteroskedasticity means that the variables are scattered and doesn't have a linearity which is no favourable for the analysis.
VAR Lag Order Selection Criteria
As per the above test of Heteroskedasticity Test: Breusch-Pagan-Godfrey, it clearly signifies that the Observed R Square is 4.82 and the Chi Square is at 30.62% or it is at the p value of 0.3062 which states that there is linearity in the data and there is no heteroskedasticity. It is found that the economic variables in the test also has no heteroscedasticity were in all the variables are more than 0.05 p value or more than 5% level of significance.
Graph 2: SHOWING STABILITY DIAGNOSTICS (CUSUM TEST)
The CUSUM test (Brown, Durbin, and Evans, 1975) is based on the cumulative sum of the recursive residuals. This option plots the cumulative sum together with the 5% critical lines. The test finds parameter instability if the cumulative sum goes outside the area between the two critical lines.From the above graph the cumulative sum (blue line) is with in the 5% critical line which clearly specifies that there is stability with the data as per the ARDL model. I  II  III  IV  I  II  III  IV  I  II   2012  2013  2014 From the above analysis of Pairwise Granger Causality it's found that the Gold is influencing NIFTY in one direction (DGOLD does not Granger Cause DNIFTY) at 0.0968 p value or 9.68% at 10% level of significance. The M3 is also influencing the Gold in one direction (DM3 does not Granger Cause DGOLD) at the p value of 0.0033 or at 0.33% which is below 5% level of significance which will have a greater impact. It is also seen that the Exchange Rate also has an influence on M3 (DEX_RATE does not Granger Cause DM3) at 10% level of significance with the p value at 0.0623 or 6.23% which is at one direction. With Exchange Rate influencing the M3 it's also seen that the Exchange Rate is influenced by the Gold (DGOLD does not Granger Cause DEX_RATE). The p value of Gold influencing Exchange Rate is at 0.0228 or 2.28% which is at the 5% level of significance.
FINDIINGS
 It was found that the economical variable such as Gold, M3 and Exchange Rate was found stationary at the 1 st difference using the intercept in the Augmented Dickey Fuller test.  After the estimation of Lag Length Criteria post Vector Auto regression Model with 2 lag it was found that the Akaike information criterion results the lag criteria for the Vector Auto regression Model is either to be 0 or 1  It was analyzed that NIFTY with other dependent variables estimation of Vector Auto regression and ARDL model, it resulted that the entire economical variable had the p value more that 5%. Hence forth it significates that no variables have serial correlation.  In the analysis of Histogram -Normality Test the JarqueBera and Probability was more than 5% which means that the data is normally distributed.  In the heteroscedasticity test it was found that the all the variables are more than the p value of 5% were it results that there is no heteroscedasticity with the economic variables.
 In the Stability Diagnostics (Cusum Test) 5% critical lines. It's found that the parameter stability of cumulative goes inside the 5% critical line area between the two critical lines. Hence it is proven that the data is has a good stability.  It was also found in the Pairwise Granger Causality that M3 is influencing the Gold in one direction at the p value of 0.0033 or at 0.33% which is below 5% level of significance which will have a greater impact.  .It is also found that Exchange Rate influenced by Gold at the p value of 0.0228 or 2.28% which is at the 5% level of significance at one direction.  The dependent variable NIFTY was found stationary at 1 st difference using intercept with p value lesser then 5% which result to have linearity with the other dependent economic variables.  The Index of Industrial Production and Call Money were stationary at level with the p value lesser than 5% which is not eligible for the further interpretation due to non-linearity.  After the estimation of the Granger causality/Block Extogeneity it was found that gold is impacting the NIFTY over the other variables. The impact on NIFTY by the Gold is at 0.0728 value.  After Pairwise Granger Causality it's found that the Gold is influencing NIFTY in one direction (DGOLD does not Granger Cause DNIFTY) at 0.0968 p value or 9.68% at 10% level of significance.  The Exchange Rate is found to be influenced M3 at 10% level of significance with the p value at 0.0623 or 6.23% which is at one direction
CONCLUSION
For every economy and for the company's also index play a vital role for their growth and there business condition which is affected by the economic factors. Boom in the market signifies the growth and the recession happens when the market crashes. From the above study of macro-economic factors affecting NIFTY Index, it was found that the Gold has an impact on the NIFTY Index. The study's objective was to investigate and analyze to find which factor had a greater impact on the NIFTY Index. The objective was also to find out which factor had the long term relationship towards NIFTY Index by using the test like Granger Causality with Vector Auto regression. The study analysis that the economical variable Gold has a long term relationship by affecting the NIFTY Index. The study uses the ARDL Model in estimation the significance of macro-economic factors towards the NIFTY Index. The study uses the Lag 1 after the estimation of Lag Length Criteria. The sample of the study was from April 2012-June 2015. From using ARDL model it is concluded that overall Gold is affected from some variables which proved to be significant influencing the volatility. It was also found out after the Granger Causality/Block Exogeneity Wald Tests and Pairwise Granger Causality test it was found Gold has a strong impact on the NIFTY Index.
